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:DWHUERUQH WUDQVSRUWZKLFK LV FRQVLGHUHG DV DZD\ RI DFKLHYLQJ DPRUH VXVWDLQDEOH WUDQVSRUW V\VWHP LV VWURQJO\
GHSHQGHQW RQ RWKHU PRGHV IRU ILQDO GHOLYHULHV DQG ILUVW FROOHFWLRQV 7KHUHIRUH D PDMRU LVVXH LV WKH HIILFLHQF\ RI
ZDWHUZD\ WHUPLQDOV 7KLV SDSHU DLPV DW H[SODLQLQJ KRZ LQODQGZDWHUZD\V WHUPLQDOV FDQ IDFLOLWDWH IORZV RI JRRGV
XVLQJWKHDFDGHPLFIUDPHZRUNRI³IOXLGLW\´DQG³IL[LW\´LQWURGXFHGE\DIHZDXWKRUV$VVKLSPHQWVUHTXLUHIOXLGLW\
DQG IDFH IL[LW\ FRQVWUDLQWV LQODQGZDWHUZD\V WHUPLQDOV VKRXOGRSWLPL]H IORZV RI JRRGVZLWKLQ D ORJLVWLFV QHWZRUN
GHDOLQJZLWKWKRVHUHTXLUHPHQWVDQGFRQVWUDLQWV7KHILUVWSDUWSURYLGHVGHWDLOVRIDQDO\WLFDOWRROVEDVHGRQWKHLVVXHV
RIIOXLGLW\DQGIL[LW\LWGHILQHVVHYHUDONLQGVRIIULFWLRQFRQIOLFWLQJZLWKIOXLGLW\7KHVHFRQGSDUWGHWDLOVRSSRVLWLRQV
DQGDFFRPPRGDWLRQVEHWZHHQIOXLGLW\DQGIL[LW\LOOXVWUDWHGE\WKHH[DPSOHRIWKH3RUWVRI3DULV

3XEOLVKHGE\(OVHYLHU/WG6HOHFWLRQDQGSHHUUHYLHZXQGHUUHVSRQVLELOLW\RI75$

.H\ZRUGV,QODQGZDWHUZD\VWHUPLQDOVQHWZRUNVIOXLGLW\IULFWLRQFRQFUHWHLQGXVWU\
,QWURGXFWLRQ
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7KLV
JURZWK LV SULQFLSDOO\ GXH WR WKH WUDQVSRUW RI PDULWLPH FRQWDLQHUV +RZHYHU ULYHU WUDQVSRUW LV VWLOO LQ
UHJLRQVZLWKLQODQGZDWHUZD\VDGRPLQDQWDFWRULQWKHKHDY\JRRGVLQGXVWULHV7KLVVWURQJJURZWKZKLFK
LVDWHVWLPRQ\WRWKHDELOLW\RIULYHUWUDQVSRUWWRVDWLVI\VKLSSHUVJLYHVKRSHWKDWULYHUWUDQVSRUWFDQSOD\
DQLPSRUWDQWSDUWLQPRGDOVKLIW7KLVLVJRLQJWRKDYHWRGHSHQGRQWKHH[LVWHQFHRIURDGWRULYHUIUHLJKW
WHUPLQDOV7KHTXHVWLRQWKHQDULVHVDVWRKRZWRGHSOR\WKHVHWHUPLQDOVQRWDEO\ZKHWKHUWKH\VKRXOGEH
FRQFHQWUDWHGRUGLVSHUVHG:HZLOOWU\WRKLJKOLJKWWKLVTXHVWLRQ
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5LYHU IUHLJKW WHUPLQDOV IDFLOLWDWH DV ZHOO DV SURYLGH D VWUXFWXUH IRU WKH PRYHPHQW RI JRRGV 7KHLU
JHRJUDSKLFORFDWLRQLVWKHUHVXOWRIWKUHHVHWVRIIDFWRUVWKHILUVWVHWLQFOXGHVIDFWRUVUHVXOWLQJIURPKXPDQ
JHRJUDSK\ DQG HFRQRPLF KLVWRU\ WKH VHFRQG VHW LQFOXGHV IDFWRUV UHVXOWLQJ IURP WKH UHTXLUHPHQWV RI
LQGXVWULDO DQG FRPPHUFLDO QHWZRUNV ZKLFK PHDQ D QHHG IRU IORZ DQG WKH WKLUG VHW LQFOXGHV IDFWRUV
UHVXOWLQJIURPWKHFRQVWUDLQWVRIIL[LW\7KLVSDSHUZRQ¶WGHWDLOWKHYDULRXVIDFWRUVUHVXOWLQJIURPKXPDQ
JHRJUDSK\DQGHFRQRPLFKLVWRU\,WZLOOVLPSO\FLWHWKHPRVWSHUWLQHQW IDFWRUVZKLFKFDQVKHGOLJKWRQ
WKH SUHVHQW FLUFXPVWDQFHV 7KH QHHGV DQG FRQVWUDLQWV RI LQGXVWULDO DQG FRPPHUFLDO QHWZRUNV FDQ EH
FRQVLGHUHG DV WKH GULYHUV RI IORZV DQG WKH GHWHUPLQDQWV RI WKH GHSOR\PHQW RI ULYHU IUHLJKW WHUPLQDOV
,QGHHGEHFDXVHWKH\LQYROYHWUDQVVKLSPHQWVDQGFKDQJHVLQWUDQVSRUWPRGHWKHPDQDJHPHQWRIIORZVRI
JRRGV ZLWKLQ WKH QHWZRUN UHTXLUHV IDYRXUHG VWRSSLQJ SODFHV  IUHLJKW WHUPLQDOV 1HYHUWKHOHVV EHFDXVH
WKH\DUHRIWHQFRQVWUDLQHGE\ WKHFKDUDFWHULVWLFVRI WKHDUHDVFRQFHUQHG WKH ORFDWLRQVRI WKHVH VWRSSLQJ
SODFHV FDQ PHDQ QHWZRUN VROXWLRQV WKDW DUH VXERSWLPDO 7KLV LV ZK\ FRPSURPLVHV LQ ORFDWLRQ WKDW
IDFLOLWDWH IORZV\HWPLQLPL]HFRQVWUDLQWVRI IL[LW\VKRXOGEH LQYHVWLJDWHG7KLVSDSHU ILUVWH[DPLQHV WKH
ZD\ LQ ZKLFK WKH YDULRXV QHWZRUNV JXDUDQWHH WKH IORZ RI JRRGV DQG RYHUFRPH D FHUWDLQ DPRXQW RI
IULFWLRQVHFWLRQ1HWZRUNVDQGIULFWLRQ:HWKHQDWWHPSWWRLOOXVWUDWHWKLVDSSURDFKE\DQDO\VLQJWKH
³ULYHUVROXWLRQV´LPSOHPHQWHGE\WKHFRQFUHWHLQGXVWU\LQWKH,OHGH)UDQFH5HJLRQDQGWKHFRPSURPLVHV
LQORFDWLRQWKDWWKH\ZHUHDEOHWRILQGVHFWLRQ
1HWZRUNVDQGIULFWLRQ
$VKLSSHUDLPVWRDVVXUHWKHDYDLODELOLW\RIJRRGVWKURXJKKLVLQGXVWULDODQGFRPPHUFLDOQHWZRUN7RGR
WKLVKHGHSHQGVRQDORJLVWLFVQHWZRUNZKLFKLVDOVRDXVHURIDWUDQVSRUWQHWZRUN
0HWKRGRORJ\
7KHDQDO\VLVRIHDFKSOD\HU¶VEHKDYLRXUXVHVDPLFURHFRQRPLFDSSURDFK7KLVLVRXUSRLQWRIGHSDUWXUH
WR GLVSOD\ WKH H[SHFWDWLRQV LQ WHUPV RI IORZV DQG WR XQGHUVWDQG KRZ WKHVH SURGXFWLYH FRQVWUDLQWV DQG
LQWHUQDOEXVLQHVVORJLVWLFVFRQWULEXWHWRVKDSLQJWUDQVSRUWGHPDQG2XUVHFRQGVWHSFRQVLGHUVWKHLQGXVWU\
FRQFHUQHGDQGWKHZD\LQZKLFKWKHVXPRIWKHEHKDYLRXUVRIFRPSDUDEOHDQGFRPSHWLWLYHEXVLQHVVHVFDQ
LQIOXHQFHWKHGHSOR\PHQWRIULYHUIUHLJKWWHUPLQDOV7ZRLQGXVWULDOQHWZRUNVWKDWRIFRQFUHWHDQGWKDWRI
VFUDSDQGLQGXVWULDODQGKRXVHKROGZDVWHDVZHOODVDVSHFLILFWUDQVSRUWQHWZRUNPDULWLPHFRQWDLQHUV
DOOEHORQJLQJWRRXUFXUUHQWILHOGRIUHVHDUFKZHUHVFUXWLQLVHGLQWKLVZD\,QWKLVDSSURDFKZHORRNDW
WKHQHWZRUNVZKLFKHDFKGHWHUPLQHDVFDOHDSSURSULDWHWRWKHDQDO\VLVRIWKHGHSOR\PHQWRIULYHUIUHLJKW
WHUPLQDOV:HDGRSWKHUH WKHSRLQWRIYLHZRI2IIQHU DUJXLQJ WKDW³ WKHQHWZRUNGHWHUPLQHV WKH
VFDOH´:HDUHFRQFHUQHGZLWKWKHVFDOHVSURGXFHGE\WKHEXVLQHVVSOD\HUVDFFRUGLQJWRWKHWHUPVXVHGE\
*pQHDX GH /DPDUOLqUH  DQG QRWZLWK WKH WHUULWRULDO VFDOHV FRUUHVSRQGLQJ WR WKH VSDWLDO OHYHOV RI
DQDO\VLV7KLVSDSHUSUHVHQWDQDQDO\WLFDOIUDPHZRUNDOORZLQJULYHUIUHLJKWWHUPLQDOVORFDWLRQDQDO\VLVLW
VSHFLILFDOO\ GHWDLOV WKH FDVH RI WKH FRQFUHWH LQGXVWU\ DQG IRFXVHV RQ WKH H[HPSODU\ FDVHV RI LWV ULYHU
WHUPLQDOVDWWKHOHYHORIWKH,OHGH)UDQFHUHJLRQ,QWKHIROORZLQJVHFWLRQWKHFDVHRIWKHLQGXVWULDODQG
FRPPHUFLDOQHWZRUNVLVGHWDLOHG
7KHVKLSSHUVDQGWKHWUDQVSRUWFKRLFHV7KHLQGXVWULDODQGFRPPHUFLDOQHWZRUNV
,QWHUPVRIZKHUHLWFKRRVHVWRORFDWHWKHLQGXVWULDOSOD\HUPXVWILQGDFRPSURPLVHEHWZHHQHFRQRPLHV
RI VFDOH PDGH SRVVLEOH E\ WKH FRQFHQWUDWLRQ RI SURGXFWLRQ LQ RQH SODFH DQG FRVW RI WUDQVSRUW 7KLV
FRPSURPLVH LGHQWLILHG D ORQJ WLPH DJR VLQFH LW LV DW WKH KHDUW RI WKHRULHV GHYHORSHG E\ &KULVWDOOHU
3XPDLQ  VWLOO RFFXSLHV DQ LPSRUWDQW SODFH LQ WKHTXHVWLRQRI WKHGHSOR\PHQW RI LQGXVWULDO VLWHV
5LYHUWHUPLQDOVRIWHQZHOFRPHLQGXVWULDOHVWDEOLVKPHQWVZKRXVHLQODQGZDWHUZD\V,QWKLVODWWHUFDVHWKH
2274   Olivier Gavaud and Marie Douet /  Procedia - Social and Behavioral Sciences  48 ( 2012 )  2272 – 2283 
UDWLREHWZHHQWKHFRVWRIWKHLQGXVWULDOHQWHUSULVHDQGWKHFRVWRIWUDQVSRUWXSVWUHDPDQGGRZQVWUHDPRIWHQ
ODUJHO\ H[SODLQV WKH FRQFHQWUDWLRQ RU GLVSHUVLRQ RI ULYHU WHUPLQDOV D VWURQJ UDWLR WHQGV WRZDUGV
FRQFHQWUDWLRQZKLOHD ORZUDWLR WHQGV WRZDUGVGLVSHUVLRQ0RUH UHFHQWDSSURDFKHV WDNLQJ LQWRDFFRXQW
WKH PRGHUQ FKDUDFWHULVWLFV RI SURGXFWLRQ DQG FRQVXPSWLRQ DQG WKH W\SHV RI PDQDJHPHQW XVHG IRU
FRRUGLQDWLQJDQGV\QFKURQL]LQJSURGXFWLRQDQGFRQVXPSWLRQFDQFRPSOHPHQWWKLVYLHZ7KXVIROORZLQJ
%XUPHLVWHU ZH WKLQN WKDW WKH ORJLVWLFV EXVLQHVVHV KDYH D UROH LQ WKH FRRUGLQDWLRQRI SURGXFWLRQ
ZLWK WKH UHVRXUFHVDQGGHPDQGVRI WKHHQYLURQPHQW7KHZD\VRIXVLQJ WUDQVSRUW DQG ORJLVWLFVYDU\E\
LQGXVWU\DQGWUDGHRUJDQL]DWLRQ7KHFRQWUDVWLQJZRUOGVGHVFULEHGE\%XUPHLVWHUVKHGOLJKWRQWKLV
SRLQW WKHGLIIHULQJZRUOGVRISURGXFWLRQGRQRWHDFKKDYHWKHVDPHWUDQVSRUWFKRLFHV)RULQVWDQFH WKH
LQGXVWULDOZRUOGZKLFKPHDQVPDVVSURGXFWLRQEDVHGRQHFRQRPLHVRIVFDOHDQGSULFHFRPSHWLWLRQORRNV
SULQFLSDOO\WRWUDQVSRUWDVDZD\WRVHUYHLWVFXVWRPHUVIRUWKHOHDVWFRVW7KH³IOH[LEOH´ZRUOG LQZKLFK
WKHFRRUGLQDWLRQRISURGXFWLRQLVIRXQGHGRQHFRQRPLHVRIYDULHW\DQGGHSHQGVQDUURZO\RQGHPDQGDQG
IRUZKLFKFRPSHWLWLRQLVEDVHGRQSULFHTXDOLW\DQG³MXVWLQWLPH´VHUYLFHLVVHDUFKLQJQRWRQO\WRVHUYH
FXVWRPHUVDWOHDVWFRVWZLWKLWVWUDQVSRUWVHUYLFHEXWDOVRWROHYHUDJHIOH[LELOLW\DQGGLIIHUHQWLDWLRQ,QDOO
FDVHVWKHLQGXVWULDODQGFRPPHUFLDOQHWZRUNRIDFRPSDQ\LQFOXGHVYDULRXVVLWHVRISURGXFWLRQDQGVDOH
RIPDQXIDFWXUHGSURGXFWV7KLVQHWZRUNFDQEHYHU\VLPSOHIRUDFRPSDQ\WKDWKDVQRWLPSOHPHQWHGWKH
VSDWLDOGLYLVLRQRIODERXU,QWKHFDVHRIRQHTXDUULHUIRUH[DPSOHLWLVUHGXFHGWRLWVVLPSOHVWIRUPVLQFH
WKHPDWHULDOLVH[WUDFWHGSURFHVVHGDQGVROGLQWKHVDPHSODFH2QWKHFRQWUDU\DWLUHPDQXIDFWXUHUVHWV
XSDFRPSOH[QHWZRUNRISURGXFWLRQWKDWFRPELQHVYDULRXVVLWHVHDFKVSHFLDOL]LQJLQRQHW\SHRIWLUHDQG
DQHWZRUNRIGLVWULEXWRUVWKDWVHOOVWKHP'RUQLHU)HQGHU
7KHVKLSSHUVKDYLQJDFFHVV WRPHDQVRI WUDQVSRUWPRELOL]HDV\VWHPZKLFK6DY\EUHDNVGRZQ
LQWRIRXUOD\HUVWKHILUVWOD\HULVPDGHRIWKHVLWHVRIRULJLQDQGGHVWLQDWLRQRIVKLSPHQWVWKHVHFRQGOD\HU
LVPDGHRI WKH WKHFDUJR WKH WKLUG OD\HU LVPDGHRI WKHYHKLFOHDQG WKHIRXUWK LVPDGHRI WKH WUDQVSRUW
LQIUDVWUXFWXUH7KHVXFFHVVRI WKH WUDQVSRUWHOHPHQW LV WKXVD UHVXOWRIDQDGMXVWPHQWEHWZHHQ WKHFDUJR
W\SH SDFNDJLQJ ORW VL]H DQG WKH YHKLFOH DQGEHWZHHQ WKH YHKLFOH DQG WKH LQIUDVWUXFWXUHRQ WKHPRVW
UHOHYDQW URXWH DFFRUGLQJ WR WKH FKDUDFWHULVWLFV RI WKH VLWHVZKLFK VHQGRXW DQG WKRVHZKLFK UHFHLYH WKH
SURGXFWV 7KH WHUPLQDO SOD\V D SLYRWDO UROH LQ WKH VWUXFWXUH RI WKLV DGMXVWPHQW DQG LQ WKH FRRUGLQDWLRQ
DPRQJ WKH SOD\HUV 5DLPEDXOW HW DO 7KLV DGMXVWPHQW LQYROYHV LQWHUDFWLRQV DPRQJ OD\HUV RI WKH
WUDQVSRUW V\VWHP ZKLFK FDXVH WKUHH PDLQ W\SHV RI IULFWLRQ IULFWLRQ EHWZHHQ WKH SRLQWV RI
RULJLQGHVWLQDWLRQ DQG WKH FDUJR IULFWLRQ EHWZHHQ WKH FDUJR DQG WKH YHKLFOH DQG IULFWLRQ EHWZHHQ WKH
YHKLFOHVDQGWKHLQIUDVWUXFWXUH:HXVHWKHZRUGIULFWLRQLQWZRZD\VILJXUDWLYHO\LWUHIHUVWRDVHQVHRI
VKRFN RI GLVFRUG WKLV LV WKH FDVH IRU WKH ILUVW WZR IULFWLRQV FLWHG  7KHVH IULFWLRQV DUH GHDOW ZLWK LQ
SDUDJUDSK  ,Q D SK\VLFDO VHQVH LW UHIHUV WR WKH UHVLVWDQFH WR UHODWLYH PRYHPHQW EHWZHHQ FRQWDFW
VXUIDFHV7KLVLVWKHFRQFHSWRIIULFWLRQEHWZHHQYHKLFOHDQGLQIUDVWUXFWXUHGHYHORSHGLQVHFWLRQ
)ULFWLRQEHWZHHQOD\HUVRIWKHWUDQVSRUWV\VWHP7KHORJLVWLFVQHWZRUNDQGWKHWUDQVSRUWQHWZRUN
7KHIULFWLRQEHWZHHQWKHVLWHVVRXUFHDQGGHVWLQDWLRQDQGWKHFDUJR
7KLV IULFWLRQ LV WKHSUREOHPRI GHOLYHU\ RU UHPRYDO RI GLIIHUHQW EDWFKHV LQ D YDULHW\ RI SODFHV KDYLQJ
GLYHUVHFKDUDFWHULVWLFVPDGHXSRIJRRGVIURPGLIIHUHQWRULJLQV7KHUHVROXWLRQRIWKLVSUREOHPPXVWEH
DFFRPSOLVKHG E\ UHVSHFWLQJ FHUWDLQ FRQVWUDLQWV HPDQDWLQJ IURP WKH LQGXVWULDO DQG FRPPHUFLDO
RUJDQL]DWLRQ PLQLPL]DWLRQRI WKH WRWDO TXDQWLW\RI JRRGV LQ VWRFNRU LQ FLUFXODWLRQPLQLPXP OHYHO RI
VHUYLFHUDWHDQGWRWDOGHOLYHU\WLPHFDSDFLW\RIWKHQHWZRUNWRDGDSWWRFKDQJHVLQWKHQDWXUHRIWKHIORZV
SURFHVVHG7R UHGXFH WKLV IULFWLRQ WKH ORJLVWLFV IXQFWLRQ VHWV XS D QHWZRUN RI WHUPLQDOV HDFK RI WKHP
SHUPLWWLQJ WKH ILQDO DOORFDWLRQ E\ GHVWLQDWLRQ RI D JLYHQ FRPPRGLW\ 7KHUH LV WKHQ D VHFRQG DQG
FRPSOHPHQWDU\ QHWZRUN WR VHUYH WKH LQGXVWULDO DQG FRPPHUFLDO QHWZRUN WKH ORJLVWLFV QHWZRUN )RU
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LQVWDQFH /XPVGHQ HW DO  LOOXVWUDWH WKH GHSOR\PHQW RI WKLV ORJLVWLFV QHWZRUN IRU WKH FDVH RI WKH
FRPSDQ\³6.)´PHFKDQLFDOLQGXVWU\WKHYDULRXVW\SHVDQGYROXPHVRIGHPDQGRIWKHYDULRXVRXWOHWV
DQGFXVWRPHUVKHOSGHWHUPLQHWKHGHSOR\PHQWRIWHUPLQDOVIRUWKHORJLVWLFVQHWZRUN)LQDOO\WKHORJLVWLFV
QHWZRUNQHHGVWUDQVSRUWWRHQVXUHWUDQVIHUVEHWZHHQORJLVWLFVWHUPLQDOVDQGWKHVLWHVRIWKHLQGXVWULDODQG
FRPPHUFLDOQHWZRUNV7UDQVSRUWVKRXOGVHUYHDOORIWKHVHVLWHVUHVSHFWLQJFHUWDLQFRQVWUDLQWVVFKHGXOHV
UHOLDELOLW\ZKLOHPD[LPL]LQJWKHFDUU\LQJFDSDFLW\RIYHKLFOHV7KLVSUREOHPLVWKHIULFWLRQEHWZHHQWKH
³FDUJR´OD\HUDQGWKH³YHKLFOH´OD\HURIWKHWUDQVSRUWV\VWHPGHWDLOHGLQWKHQH[WSDUDJUDSK
7KHIULFWLRQEHWZHHQWKHFDUJRDQGWKHYHKLFOH
7KHLQWHUDFWLRQEHWZHHQWKHFDUJRDQGWKHWUDQVSRUWLQJYHKLFOHDQGLQWHUDFWLRQEHWZHHQWKHFDUJRDQGWKH
WULSFLUFXLWEULQJRXWWKHORJLVWLFVSURFHVV6DY\7KHIULFWLRQEHWZHHQWKHFDUJRDQGYHKLFOHUHVXOWV
SDUWO\ IURP WKHYHKLFOH¶V WHFKQLFDO OLPLWZKHWKHU LW FRQFHUQV WKHPD[LPXP WRQQDJH WKHYROXPHRI WKH
KROGRU WKH OHQJWKRI WKHDYDLODEOHIORRUVSDFHDQGSDUWO\ IURPWKHKDQGOLQJQHHGHG WRSODFH WKHFDUJR
LQVLGHWKHYHKLFOHDQGYLFHYHUVD2QHRIWKHPDLQFRQFHUQVRIWKHFDUULHULVWRILQGDFRPSURPLVHEHWZHHQ
WKH VDWXUDWLRQ RI WKH PHDQV RI WUDQVSRUW DQG WKH PLQLPL]DWLRQ RI WKH KDQGOLQJ IULFWLRQV WKDW DUH WKH
IULFWLRQV RI IL[LW\ GHYHORSHG LQ SDUDJUDSK  7KH QHWZRUN RI IUHLJKW WHUPLQDOV LV WKXV GHSOR\HG
SHUPLWWLQJ HDFK IUHLJKW WHUPLQDO WR DVVHPEOH WKH VKLSPHQWV RI YDULRXV VKLSSHUV LQ WKH VDPH SODFH WR
FKDQJHWKHYHKLFOHPRGHLIQHFHVVDU\DQGWREHVWILOOWKHYHKLFOHVHDFKRIWKHPIRUDVSHFLILFGHVWLQDWLRQ
7KHIRUPFKRVHQIRUWKHQHWZRUNKDVDGLUHFWLPSDFWRQWKHFDUULHU¶VRIIHU7KXVDV.UHXW]EHUJHU
H[SODLQV WKHYDULRXV W\SHVRI QHWZRUNV ³EHJLQ DQG HQG´QHWZRUN ³KXE DQG VSRNH´ ³OLQH´QHWZRUN
HDFKKDYHWKHLURZQFKDUDFWHULVWLFVLQWHUPVRIIUHTXHQF\RIWRWDOYROXPHWUDQVSRUWHGLQWKHQHWZRUNDQG
RI WKH VL]HV RI YHKLFOHV XVHG7KXV WKH QHWZRUN ³KXE DQG VSRNH´ DOORZV IRU D JLYHQ YHKLFOH VL]H DQG
TXDQWLW\RIJRRGVSDVVLQJ WKURXJKDJLYHQQHWZRUN WKHRIIHULQJRIPRUHGHSDUWXUHV WKDQRWKHU W\SHVRI
QHWZRUNV VXFK DV WKH ³EHJLQ DQG HQG´ QHWZRUN IRU H[DPSOH 7KH ´OLQH´ QHWZRUN DOORZV IRU D JLYHQ
IUHTXHQF\RIGHSDUWXUHVDQGDJLYHQTXDQWLW\RIJRRGVSDVVLQJWKURXJKWKHQHWZRUNWRXVHIHZHUYHKLFOHV
WKDQWKH³KXEDQGVSRNH´QHWZRUNRUWKH³EHJLQDQGHQG´QHWZRUN1RWDEO\WKH³OLQH´QHWZRUNFDQVHUYH
DQH[WUDGHVWLQDWLRQZLWKRXWDQ\H[WUDPHDQVRIWUDQVSRUW7KHWKLUGW\SHRIIULFWLRQEHWZHHQOD\HUVRIWKH
WUDQVSRUWV\VWHPLVGHYHORSHGLQWKHIROORZLQJSDUDJUDSK
7KHYHKLFOHLQIUDVWUXFWXUHIULFWLRQ
7KLVIULFWLRQZKLFKLV WKHUHVLVWDQFHWRWKHYHKLFOHPRYHPHQWFUHDWHGE\WKHLQIUDVWUXFWXUHVWDWHFDQEH
EURNHQGRZQDVIROORZVIULFWLRQLQKHUHQWLQWKHYHKLFOHLQIUDVWUXFWXUHLQWHUDFWLRQDQGIULFWLRQUHODWHGWR
KHDY\WUDIILF
7KHOHYHORIWKHILUVWIULFWLRQUHODWHGWRWKHYHKLFOHLQIUDVWUXFWXUHLQWHUDFWLRQGHSHQGVRQWKHRQHKDQGRQ
WKH LQIUDVWUXFWXUH
V TXDOLW\ WHFKQLFDO IHDWXUHV PDLQWHQDQFH DQG LWV DYDLODELOLW\  IRU LQVWDQFH DQ
DFFLGHQW ZKLFK PDNHV WKH LQIUDVWUXFWXUH XQXVDEOH WHPSRUDULO\ LQFUHDVHV WKH IULFWLRQ ,QIUDVWUXFWXUH
DYDLODELOLW\ LV D NH\ IDFWRU IRU WUDQVSRUW UHOLDELOLW\ 2Q WKH RWKHU KDQG IULFWLRQ GHFUHDVHV DV YHKLFOH
SHUIRUPDQFHLQFUHDVHV)RUDJLYHQPRGHWKHFRPELQDWLRQRIWKHYHKLFOHFDSDFLW\DQGIULFWLRQGHWHUPLQHV
WKHSRVVLEOHIORZ2YHUWKHFRXUVHRIKLVWRU\HYHU\QHWZRUNGHYHORSPHQWKDVRSHQHGDQHZHUDRIYHKLFOH
FDSDFLW\DQGYHKLFOHLQIUDVWUXFWXUHIULFWLRQ7KXVLQULYHUWUDQVSRUWWKHQHWZRUNRIFDQDOVZKLFKEHFDPH
ZLGHVSUHDGLQWKHWKFHQWXU\DOORZHGDQLQFUHDVHLQWKHVL]HRIFDUJRORDGVDQGPDGHWUDQVSRUWDYDLODEOH
\HDU URXQGZKDWZDVQRWSRVVLEOHZLWKULYHUV WKHQPRUHUHOLDEOH7KHQHWZRUNRI UDLOZD\V LQ WKHWK
FHQWXU\SHUPLWWHGKLJKHU VSHHGV DQG WKHFRYHUDJHRI WKHHQWLUH WHUULWRU\ %UDXGHO/HSHWLW
5REOLQ  7KHVH FKDQJHV KDYH DFFRPSDQLHG HDFK SKDVH RI LQGXVWULDOL]DWLRQ HDFK KDYLQJ LWV RZQ
QHHGV DQG WKH\ KDYH JHQHUDWHG DGHTXDWH LQIUDVWUXFWXUH +HVVH 5RGULJXH  7KXV WKH PDWHULDO
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HFRQRP\RI WKHWKFHQWXU\GHVFULEHGE\%UDXGHO ZDVVDWLVILHGZLWK WKH OHYHORISDWKZD\VDQG
ULYHUWUDQVSRUW7KH,QGXVWULDO5HYROXWLRQOHGWRPDMRUDQGFRQFHQWUDWHGLQGXVWULDOVLWHVZKLFKQHHGHGD
KHDY\WUDQVSRUWPRGHWKHUDLOZD\7KHLQODQGZDWHUZD\ZDVDOVRRQFHUWDLQFRUULGRUVDPDMRUSOD\HU
SDUWLFXODUO\ WR PHHW WKH FRDO FRQVXPSWLRQ RI WKH KRXVHKROGV LQ WKH 3DULV UHJLRQ 5REOLQ  7KH
PRGHUQ KLJKZD\ LQ WXUQZKLFK DOORZV IRU WKH KDQGOLQJ RI D ODUJH QXPEHU RI VPDOO SDFNDJHV DW KLJK
VSHHG DQG KLJK OHYHO RI UHOLDELOLW\ LV D WRRO ZKLFK D VSDWLDOO\ GLVLQWHJUDWHG LQGXVWU\ KDV D QHHG IRU
UHVSRQGLQJWRDGLIIHUHQWLDWHGGHPDQGRIDODUJHYDULHW\RISURGXFWV
7KH VHFRQG IULFWLRQ UHODWHV WR WKH DGMXVWPHQW RI WKH IORZ RI YHKLFOHV WR WKH LQIUDVWUXFWXUH FDSDFLW\ DQG
UDLVHV IRU H[DPSOH WKH TXHVWLRQ RI SRVVLEOH KLJKZD\ FRQJHVWLRQ &RQJHVWLRQ FDQ EH HLWKHU UHJXODU RU
LUUHJXODU )RU H[DPSOH XUEDQ GHOLYHULHV FDUULHG RXW ZLWK QR GLIILFXOW\ EHIRUH  DP FDQ EH GLIILFXOW WR
DVVXUHDIHZKRXUVODWHU7KHLUUHJXODUQDWXUHRIWKHIULFWLRQPHDQVWKDWGLIIHUHQWW\SHVRIFDUULHUVDUHQRW
VXEMHFWWRLWLQWKHVDPHZD\WKRVHZKRFDQRUJDQL]HDGHOLYHU\EHIRUHDPDUHVXEMHFWWRPXFKORZHU
IULFWLRQ WKDQ WKH RWKHUV 7KHUH DUH VHYHUDO GHJUHHV RI FRQJHVWLRQ DFFRUGLQJ WR WKH DPRXQW RI GHOD\ LW
FDXVHV RQ WKH URXWH RU URXWHV FRQFHUQHG DQG EDVHG RQ WKH JHRJUDSKLF DUHD LW DIIHFWV 7KHVH GLIIHUHQW
GHJUHHVZLOOEHSHUFHLYHGGLIIHUHQWO\GHSHQGLQJRQWKHSOD\HULQYROYHG7KHILUVWOHYHORIFRQJHVWLRQPD\
EHWROHUDWHGWKHDJHQWLQYROYHGDFFHSWLQJWKDWDFHUWDLQDPRXQWRIWLPHZLOOEHORVWHQURXWH,IWKHGHJUHH
RIFRQJHVWLRQLQFUHDVHVFDSDFLW\LVUHGXFHGDQGWKHDJHQWKDVDQLQFHQWLYHWRFKRRVHDQDOWHUQDWHHLWKHU
DQRWKHUURXWHXVLQJWKHVDPHWUDQVSRUWPRGHRUDQRWKHUWUDQVSRUWPRGH$YHU\KLJKOHYHORIFRQJHVWLRQ
FDQ PHDQ DGRSWLQJ VWUXFWXUDO VROXWLRQV UHRUJDQL]LQJ WKH VWRFN IRU H[DPSOH RU IRUPLQJ D SHUPDQHQW
WUDQVSRUWDWLRQPHDQVXVLQJDQRWKHUPRGH7KLVVHFRQGIULFWLRQUHODWHGWRKHDY\WUDIILFFDQEHHVWLPDWHGE\
DIHZUDWLRVIRUH[DPSOHILJXUH)ULFWLRQEHWZHHQOD\HUVRIWKHWUDQVSRUWV\VWHPDUHDFFRPSDQLHGE\
WZRRWKHU W\SHVRI IULFWLRQ WKH IULFWLRQRI IL[LW\ SDUDJUDSK DQG WKH WUDQVDFWLRQDO IULFWLRQEHWZHHQ
SOD\HUVSDUDJUDSK
7KHIULFWLRQRIIL[LW\
7KHIULFWLRQRIIL[LW\FRPHVIURPWZRVRXUFHVWKHJRRGVPRYHPHQWFRPLQJWRDVWDQGVWLOOLQRQHSODFHRQ
WKH RQH KDQG DQG WKH FRPSHWLWLRQ IRU ODQG RQ WKH RWKHU 7KH VWRSSLQJ RI JRRGV DW WKH WHUPLQDO LV D
QHFHVVDU\ VWHS LQ WKH DOORFDWLRQ RI JRRGV HLWKHU IRU DQRWKHU GHVWLQDWLRQ RU WR DQRWKHU YHKLFOH 7KHVH
RSHUDWLRQVZKLFK UHTXLUH WKHKDQGOLQJRI WKHJRRGVDUH ODERXU LQWHQVLYH7KHLU UHODWLYHFRVWFRPSDUHG
ZLWK WKH WUDQVSRUW RSHUDWLRQV FDQ EH VLJQLILFDQW ,W FDQ EH HVSHFLDOO\ LPSRUWDQW LQ WKH FDVH RI WUDQVSRUW
QHWZRUNVZKLFKKDQGOHDODUJHQXPEHURIVPDOOVKLSPHQWVPDLOSDUFHOVHUYLFH1HWZRUNRSHUDWRUVRIWHQ
VHHN D UHGXFWLRQ RI WKHVH FRVWV E\ ORRNLQJ IRU HFRQRPLHV RI VFDOH LQ VRUWLQJ RSHUDWLRQV RU LQ WKH
SUHSDUDWLRQRIWKHRUGHU7KHFRQFHQWUDWLRQRIWUDIILFDWRQHWHUPLQDOLVDVROXWLRQRIWHQXVHG7KXVWKLV
IULFWLRQRIIL[LW\FDQKDYHDIRUPDWLYHHIIHFWRQWKHQHWZRUNV$QRWKHUFDWHJRU\RIWKHIULFWLRQRIIL[LW\LV
OLQNHG WR WKH FRPSHWLWLRQ IRU ODQG XVH DQG WR VRFLDO DFFHSWDQFH RI WKH WUDQVSRUW 7KLV IULFWLRQ WKXV
FRPSULVHV WZR FRPSRQHQWV WKH ILUVW FRPSRQHQW LV WKH SUREOHP RI ODQG RZQHUVKLS WKH YDULRXV
PHFKDQLVPV IRU DOORFDWLQJ ODQG HVVHQWLDOO\ ODQG ULJKWV DQG WKH SULYDWHPDUNHW LQIOXHQFH WKH WUDQVSRUW
VHUYLFH VLQFH WKLV UHTXLUHV ODQG IRU OLQHDU LQIUDVWUXFWXUH DQG IRU WKH WHUPLQDOV LW XVHV 7KH FRPSHWLWLRQ
EHWZHHQWKHYDULRXVODQGXVHVLVRIWHQDWWKHH[SHQVHRIWUDQVSRUWRSHUDWLRQVDQGORJLVWLFV7KLVOHDGVWR
ORJLVWLFVVSUDZODVDQDO\VHGE\'DEODQFDQG5DNRWRQDULYRIRUWKFRPLQJ7KHVHFRQGFRPSRQHQW LV WKH
TXHVWLRQRIQRLVHDQGSROOXWLRQWKHOHYHORIDFFHSWDQFHRIWKHVHDQQR\DQFHVE\ORFDOUHVLGHQWVFDQUHVXOW
LQ OLPLWLQJRUHYHQVWRSSLQJ WKH WUDQVSRUWDFWLYLW\7KLV IULFWLRQZKLFK LV UHODWLYHO\ROG 0LOODUG
KDVLQGLFDWHGIRUWKH3RUWRI3DULV LWKDVEHHQIHOWVLQFH WKHWK&HQWXU\ WDNHVRQDQHZLPSRUWDQFH
WRGD\8QHTXDOGHSHQGLQJRQWKHDUHDLWLVGHILQLWHO\LQFUHDVLQJLQXUEDQDUHDV
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7UDQVDFWLRQDOIULFWLRQEHWZHHQSOD\HUV
/RJLVWLFVIULFWLRQVH[LVW³EHWZHHQSOD\HUVLQDJLYHQOD\HURUOD\HUVEHWZHHQSOD\HUVZKRRUJDQL]HIORZV
DWDJLYHQVFDOHRUEHWZHHQWKRVHLQYROYHGLQWKHPDQDJHPHQWRIIORZVRIGLIIHUHQWVFDOHV5DLPEDXOWDQG
DO 7KH\ DUH WUDQVDFWLRQDO IULFWLRQV ³VLQFHGLIIHUHQW SOD\HUVSXUVXHGLIIHUHQW LQWHUHVWV DQGKDYH
GLVWLQFW DXWKRULW\ WR UHDOL]H WKHLU YLWDO LQWHUHVWV WKHLU WUDQVDFWLRQDO HQYLURQPHQW LV FKDUDFWHUL]HG E\
VWUXFWXUDOWHQVLRQV7KH\XQIROGGLVWLQFWSRZHULVVXHVDORQJWKHFKDLQZKLFKLVUHJDUGHGDVDPDMRUVRXUFH
RIORJLVWLFDOIULFWLRQ´+HVVHDQG5RGULJXH'RQQLQJYDULRXVDVSHFWVWKHIULFWLRQEHWZHHQSOD\HUV
FDQ EH VXPPDUL]HG DURXQG WZRPDLQ WKHPHV  WKH IULFWLRQ EHWZHHQ GLIIHULQJ VNLOOV DQG WKH IULFWLRQ RI
FRPPHUFLDOUHODWLRQVFRQFHUQLQJWKHEX\LQJDQGVHOOLQJRISURGXFWV)RUH[DPSOH WKHIULFWLRQVEHWZHHQ
GLIIHULQJVNLOOV UHIHUV WR VRPHVLWXDWLRQV7KHUH LV IULFWLRQEHWZHHQFDUULHUVRSHUDWLQJ WKH VDPHPRGHRI
WUDQVSRUWIRUGLIIHUHQWVSHFLDOLWLHVIRULQVWDQFHEHWZHHQWKHORQJGLVWDQFHKLJKZD\FDUULHUDQGWKHFDUULHU
VSHFLDOL]LQJ LQ XUEDQ GHOLYHU\ WKHUH LV DOVR IULFWLRQ EHWZHHQ FDUULHUV RSHUDWLQJ GLIIHUHQW EXW
FRPSOHPHQWDU\PRGHVRIWUDQVSRUWDULYHUIUHLJKWWHUPLQDODOORZVIRUFRPPRGLWLHVWRSDVVIURPDULYHU
PRGHWRDUDLORUURDGPRGH7KHUHDUHIULFWLRQVEHWZHHQFDUULHUVDQGRWKHUORJLVWLFVSURYLGHUVDQGDOVR
EHWZHHQVKLSSHUVDQGFDUULHUVVHUYLFHSURYLGHUV0DUNHW VHJPHQWDWLRQRI WKHFDUULHUVORJLVWLFVSURYLGHUV
SURGXFHVGLIIHULQJVNLOOVDQGLVDVRXUFHRIIULFWLRQEHWZHHQSOD\HUV7KLVVHJPHQWDWLRQLVUHODWHGWRWKH
VSHFLILFPDWHULDODQGKXPDQDVVHWVDVZHOODV WRJHRJUDSKLFDOVSHFLDOLWLHVDQGVHFWLRQDOGLIIHUHQFHV)RU
H[DPSOHXUEDQGHOLYHU\SXWVLQWRXVHORFDOVNLOOVEDVHGNQRZOHGJHWKDWORQJGLVWDQFHFDUULHUVGRQ
WKDYH
6RPHWLPHVWKLVNLQGRIIULFWLRQUHVXOWVIURPUHJXODWLRQ)ULFWLRQVZLWKLQEXVLQHVVUHODWLRQVKLSVRIWHQDULVH
IURPIULFWLRQVEHWZHHQEX\HUVDQGVHOOHUVSDUWLFXODUO\ZKHQWKHGHOLYHU\GRHVQRWWDNHSODFHRQHLWKHUWKH
VHOOHU¶V QRU WKH EX\HU¶V SUHPLVHV 7KH LQVWDQWDQHRXV H[FKDQJH RI LQIRUPDWLRQ LV DQ LPSRUWDQW ZD\ WR
UHGXFH IULFWLRQ DPRQJ SOD\HUV 2Q WKH SK\VLFDO OHYHO WKH WHUPLQDOV DUH LGHDO SODFHV WR UHVROYH WKHVH
IULFWLRQV
7KHFDVHRIWKH,OHGH)UDQFHUHJLRQ
7KLV VHFRQG SDUW DSSOLHV WKH QRWLRQV DERYH WR WKH FDVH RI WKH FRQFUHWH LQGXVWU\ LQ ,OH GH )UDQFH DQG
DQDO\VHV WKH³ULYHUVROXWLRQV´ LPSOHPHQWHGE\ WKLV LQGXVWU\7KH,OHGH)UDQFH5HJLRQFRQVLVWVRI3DULV
DQG VHYHQ GHSDUWPHQWV 7KUHH GHSDUWPHQWV DUH WKH VXUURXQGLQJ GHSDUWPHQWV RI WKH FLW\ WKH ³SHWLWH
FRXURQQH´+DXWVGH6HLQH6HLQH6DLQW'HQLV9DOGH0DUQH)RXUGHSDUWPHQWVVXUURXQG
WKHVHODWWHUGHSDUWPHQWVWKH³JUDQGHFRXURQQH´6HLQHHW0DUQH<YHOLQHV(VVRQQHDQG
9DOG
2LVH$VWKHODUJHVWXUEDQDUHDLQ)UDQFHWKH,OHGH)UDQFH5HJLRQLVFKDUDFWHUL]HGE\DODUJH
FRQVXPSWLRQ RI FRQVWUXFWLRQ PDWHULDOV ZKLFK LV DOVR VWDEOH RYHU WLPH  PLOOLRQ WRQQHV LQ 
81,&(0KDOIRIWKLVWRQQDJHLVXVHGWRSURGXFHFRQFUHWH7KHUHLVDKHDY\FRQVWUXFWLRQDFWLYLW\
LQ3DULVDQGWKHGHSDUWPHQWVRI3DULV¶V³SHWLWHFRXURQQH´ZKLFKDUHFURVVHGE\WKH6HLQH5LYHU6HHILJ
RIWKHFRQVXPSWLRQFRQVLVWVRIDOOXYLDOPDWHULDOV WDNHQDWVLWHVDORQJWKH6HLQHERWKXSVWUHDPDQG
GRZQVWUHDPDWGLVWDQFHVRIDERXWNLORPHWUHVIURP3DULV81,&(0


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
)LJ,OHGH)UDQFHFRQVWUXFWLRQDFWLYLW\LQVTXDUHPHWHUVEXLOW
$VDUHVXOWRIWKHVHIHDWXUHVDODUJHULYHUGUDLQLQJWKHODUJHVWXUEDQDUHDLQ)UDQFHZLWKKLJKFRQVWUXFWLRQ
DFWLYLW\DQGKLJKZD\FRQJHVWLRQDVZHOOFIILJXUHWKHZD\KRZFRQFUHWHSODQWVXVHULYHUWHUPLQDOVLQ
WKLVUHJLRQLQRUGHUWRVHUYHVXFKDPDUNHWDUHDLVDQDO\]HGIXUWKHU
1HWZRUNVHVWDEOLVKHGE\FRQFUHWHPDQXIDFWXUHUV
&KDUDFWHULVWLFVRIWKHLQGXVWULDODQGFRPPHUFLDOQHWZRUN
7KHFRQFUHWHLVPDGHE\PL[LQJWKUHHPDMRUFRPSRQHQWVZDWHUDJJUHJDWHVDQGDQGJUDYHODQGFHPHQW
7KHSURGXFWLRQRIDFXELFPHWHURIFRQFUHWHUHTXLUHVDQDYHUDJHRIWZRWRQVRIDJJUHJDWHVDQGWRQQHV
RI FHPHQW ,W XVHV D VLPSOH LQGXVWULDO SURFHVV DPL[WXUHZLWKEOHQGLQJ7ZRNH\ FRQVWUDLQWV VKDSH WKH
QHWZRUN RUJDQL]DWLRQ RI LQGXVWULDO DQG FRPPHUFLDO FRQFUHWH SURGXFHUV 7KH ILUVW FRQVWUDLQW VLWXDWHG
³XSVWUHDP´RI WKH FRQFUHWH SURGXFWLRQ ILJXUDWLYHO\ VSHDNLQJ WHQGV WR UHGXFH WKH QXPEHU RI FRQFUHWH
PDQXIDFWXULQJ VLWHV ZKLOH WKH VHFRQG VLWXDWHG ³GRZQVWUHDP´ IURP WKH FRQFUHWH SURGXFWLRQ WHQGV WR
LQFUHDVH LW ³8SVWUHDP´ DJJUHJDWH SURGXFWLRQ LV GLYLGHG LQWR WZR RSHUDWLRQV  H[WUDFWLRQ DQG UHFRYHU\
FUXVKLQJDQGVFUHHQLQJWRREWDLQDPDWHULDOZLWKVSHFLILFVL]HFKDUDFWHULVWLFV2IWHQORFDOL]HGRQWKHVLWHV
RI H[WUDFWLRQ UHFRYHU\ JHQHUDWHVSROOXWLRQ DQG FRQVXPHV ODUJH ODQG DUHDV7KH UHFRYHU\ XQLWV DUH WKXV
JHRJUDSKLFDOO\ FRQFHQWUDWHG IRU ORQJ SHULRGV JLYHQ WKH GXUDWLRQ RI TXDUU\LQJ 3ULFH VHQVLWLYLW\ WR WKH
DJJUHJDWH FRVW RI WUDQVSRUW DV ZHOO DV WKH VHDUFK IRU HFRQRPLHV RI VFDOH LQ WKH SURGXFLQJ RI FRQFUHWH
PL[LQJ DUJXHV IRU D YHU\ FRQVROLGDWHG IRUP RI WUDQVSRUW ERXQG IRU D YHU\ VPDOO QXPEHU RI ODUJH
FDSDFLW\SODQWV ³'RZQVWUHDP´ IURP WKHPDQXIDFWXULQJSODQW WKHQHHG WRGHOLYHUFRQFUHWH DQXQVWDEOH
DFWLYDWHGSURGXFWWKDWFDQQRWEHVWRUHGLQRQHKRXUPD[LPXPFDOOVIRUDYHU\ZLGHGLVSHUVDORIFRQFUHWH
SODQWV,QDGGLWLRQFRQFUHWH¶VORZHFRQRPLFYDOXHSHUFXELFPHWHUGRHVQRWDOORZLWWREHWUDQVSRUWHGRYHU
ORQJGLVWDQFHV7KHVLPSOLFLW\RIWKHPL[LQJRSHUDWLRQDQGWKHORZDPRXQWRIHQHUJ\QHHGHGH[SODLQVWKH
ORZFRVWRISURGXFWLRQIDFLOLWLHVDQGWKHDELOLW\WRORFDWHWKHPLQQXPHURXVSODFHV
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7KHUHIRUH PDQXIDFWXUHUV PXVW ILQG D FRPSURPLVH EHWZHHQ WKHVH WZR FRQIOLFWLQJ JRDOV FRQVROLGDWHG
VKLSSLQJXSVWUHDPDQGHFRQRPLHVRIVFDOHLQWKHSURGXFWLRQRIFRQFUHWHRQWKHRQHKDQGDQGSUR[LPLW\
RIWKHFRQVWUXFWLRQVLWHVRQWKHRWKHUKDQG7KHGHFLVLRQRIZKHUHWRORFDWHWKHFRQFUHWHSODQWVLVWKHUHVXOW
RI WKHVH FRQVLGHUDWLRQV *LYHQ WKH LQWHUHVW LQ FRQVROLGDWLQJ WKH WUDQVSRUW RI DJJUHJDWH D QXPEHU RI
FRQFUHWHSODQWVDUHORFDWHGDORQJWKHTXD\7KHTXD\VLGHVLWHLVERWKWKHUHFHLYLQJDUHDIRUUDZPDWHULDOV
DQGWKHSODFHZKHUHWKHFRQFUHWHLVPDQXIDFWXUHG,QWKHFRQWH[WRIWKHFRQFUHWHLQGXVWU\ LW LVZKDWZH
ZLOOUHIHUWRDVD³ULYHUIUHLJKWWHUPLQDO´ZKLFKZHDQDO\VHKHUHDVDVSHFLDOW\SHRIORJLVWLFVWHUPLQDO
)ORZVROXWLRQV
7KH IORZVROXWLRQVFRQFHUQXSVWUHDPIORZV ULYHU WUDQVSRUWRIDJJUHJDWHVDQGGRZQVWUHDPIORZV URDG
WUDQVSRUWRIFRQFUHWHDQGSURYLGHVROXWLRQVWRWKHSOD\HUVLQWKHFRQFUHWHLQGXVWU\7KHORJLVWLFVQHWZRUN
VKRXOGKHOSUHGXFHWKHIULFWLRQEHWZHHQWKHVLWHVRIRULJLQDQGGHVWLQDWLRQDQGWKHFDUJR*LYHQWKHVPDOO
QXPEHURISURGXFWLRQVLWHVRIDJJUHJDWHDQGWKHORZGLIIHUHQWLDWLRQRIWKHFRPPRGLW\WKHYDVWPDMRULW\
RIIORZVDUHPDGHXSRIDIHZW\SHVRIVDQGDQGJUDYHOWKLVIULFWLRQLVORZLQVSLWHRIWKHODUJHQXPEHU
RIVLWHVZKHUHDJJUHJDWHLVXVHG,QDGGLWLRQWKHFRVWRIXVLQJDQLQWHUPHGLDWHWHUPLQDOWRFURVVEHWZHHQ
WKHPDWHULDO¶VH[WUDFWLRQVLWHDQGWKHFRQFUHWH¶VPDQXIDFWXULQJVLWHZRXOGUHSUHVHQWWRRODUJHDVKDUHRI
WKHFRVWRI WKHPDWHULDO7KLV LVZK\ WKHPDQXIDFWXUHUVRI WKHFRQFUHWHXVXDOO\DYRLG WUDQVLWLQJ WKURXJK
VXFK WHUPLQDOV5DWKHU WKH\VHWXSGLUHFW WUDQVSRUWEHWZHHQ WKHH[WUDFWLRQVLWHVDQG WKHFRQFUHWHSODQWV
ZKLFK XVH HQRXJK PDWHULDO WR PDNH ULYHU WUDQVSRUW HFRQRPLFDO 7KH ORZ GLIIHUHQWLDWLRQ RI DJJUHJDWHV
PDNHV LW SRVVLEOH WR WUDQVSRUW WKH FRQVROLGDWHG VKLSPHQWV DQG IDFLOLWDWHV WKH HVWDEOLVKPHQW RI GLUHFW
WUDQVSRUW 7KXV WKH VWUHQJWK RI WKH ORJLVWLFV QHWZRUN LV EDVHG SULPDULO\ RQ WUDQVSRUW DQG WKH WUDQVSRUW
QHWZRUNZKLFKPXVWFRQWUROWKHIULFWLRQEHWZHHQWKHWUDQVSRUWYHKLFOHVDQGFDUJR
0RVW TXDUULHV DUH ORFDWHG DORQJ WKH 6HLQH ULYHU ,W LV WKHQ D TXHVWLRQ RI FDUU\LQJ KLJK YROXPHV RI
DJJUHJDWH IURP WKHVHTXDUULHV WR WKH ULYHU WHUPLQDOV LQ WKH FHQWUHRI3DULV&HUWDLQRSHUDWRUV UHGXFH WKH
IULFWLRQEHWZHHQWKHEDUJHFDSDFLW\DQGWKHFDUJRE\IRUPLQJFRQYR\VFRQVLVWLQJRIVHYHUDOEDUJHV7KHVH
FRQYR\V WUDYHO EHWZHHQ WKH 5RXHQ YLFLQLW\  NP GRZQVWUHDP RI 3DULV DQG *HQQHYLOOLHUV  NP
GRZQVWUHDPRI3DULVIRUH[DPSOHXVLQJWKHPD[LPXPFDSDFLW\DOORZHGE\WKHZDWHUZD\WRQQHV
PHWHUVORQJE\PHWHUVZLGH7KHVHFRQYR\VDUHEURNHQDSDUWDW*HQQHYLOOLHUVZKHUHDSXVKHU
WDNHVFRQWURORIHDFKRIWKHEDUJHVWRWDNHLWWRLWVGHVWLQDWLRQWKHFRQFUHWHSODQWV7KLVVROXWLRQFRQVLVWV
WKDQNVWRWKLVVSHFLDOPHDQVRIWUDQVSRUWRIGHFRXSOLQJWKHORQJGLVWDQFHWULSIURPWKHILQDOGHOLYHU\SRLQW
LQWKHFHQWUDOFLW\2WKHURSHUDWRUVXVHWKHYDULRXVVL]HGVHOISURSHOOHGIOHHWWRDGMXVWWKHFDSDFLW\RIWKH
KROGXVHG WR WKH VL]HRI WKHRUGHUVRIDJJUHJDWH)RU ILQDO FRQFUHWHGHOLYHULHVRQFRQVWUXFWLRQ VLWHV WKH
PDLQIULFWLRQHQFRXQWHUHGE\WKHPRWRUFDUULHULQWKH,OHGH)UDQFH5HJLRQLVUHODWHGWRFRQJHVWLRQZKLFK
OLPLWV WKH URDGEDVHG UDGLXV RI WKH FRQFUHWH PL[HUV WR DSSUR[LPDWHO\  NLORPHWUHV ZLWKLQ 3DULV RU WKH
³SHWLWHFRXURQQH´%HFDXVHWKHFRQVWUXFWLRQGHQVLW\LVVXIILFLHQWO\KLJKZLWKLQWKLVUDGLXVWKHIULFWLRQLV
DFFHSWHG
 
'HSOR\PHQWRIULYHUWHUPLQDOVLQ,OHGH)UDQFH
7KHFRPSRVLWLRQRIIULFWLRQ
7KUHHFDWHJRULHVRIIULFWLRQGHWHUPLQHWKHGHSOR\PHQWRIULYHUWHUPLQDOVXVHGIRUFRQFUHWH
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)RUWKHKLJKZD\PRGHWKHIULFWLRQEHWZHHQYHKLFOHDQGLQIUDVWUXFWXUHLVH[WUHPHO\VWURQJLQDGHQVHFLW\
OLNH3DULV)LJXUH VKRZV WKHDYHUDJHQXPEHURI YHKLFOHVSHUGD\DQGSHU ODQHRQ WKHPDLQKLJKZD\V
DURXQG3DULV7KLVVKRZVWKHVWURQJQHWZRUNXVHLQWKHVXUURXQGLQJGHSDUWPHQWVRI3DULV

)LJ7UDIILFE\URDGLQ,OHGH)UDQFH
)RUWKHULYHUPRGHWKHIULFWLRQEHWZHHQYHKLFOHDQGLQIUDVWUXFWXUHLVZHDNEHFDXVHDORZVSHHGLVQRWD
SUREOHP WR IXOILO D FRQVWDQW DQG IRUHVHHDEOHGHPDQG DQGEHFDXVH WKH6HLQH5LYHU LV VWLOO XQGHUXWLOL]HG
FRQVLGHULQJLWVFDSDELOLWLHV7KHUHODWLYHOHYHOVRIWKHVHWZRIULFWLRQVUHVXOWLQDVLJQLILFDQWOHYHORIULYHU
WUDQVSRUW DQG WKH SRWHQWLDO IRUPXOWLSOLFDWLRQ RI ULYHU WHUPLQDOV $V D UHVXOW RI KLVWRU\ WKH QHWZRUN RI
H[LVWLQJ SRUWV VWURQJO\ LQIOXHQFHV WKH GHSOR\PHQW RI WHUPLQDOV DQG OHDGV LQ SDUWLFXODU WR D FOXVWHU RI
VHYHUDO FRPSHWLQJ FHPHQW SURGXFHUVGLVWULEXWRUV RQ D JLYHQ VLWH 7KLV IULFWLRQ RI IL[LW\ WKHQ KHOSV WR
GHWHUPLQH WKH QHWZRUN ORFDWLRQV RI FRQFUHWH SODQWV 5HJDUGLQJ WKH WUDQVDFWLRQ IULFWLRQV WKH\ DUH
VLJQLILFDQWO\UHGXFHGE\WKHYHUWLFDOLQWHJUDWLRQRIWKHHQWLUHFRQFUHWHSURGXFWLRQIURPWKHH[WUDFWLRQRI
WKHDJJUHJDWHDQGWKHSURGXFWLRQRIFHPHQWWRWKHGHOLYHU\RIWKHFRQFUHWH
,QGXVWULDOGLVSHUVLRQDQGJHRJUDSKLFFRQFHQWUDWLRQ
,Q WKH ,OH GH )UDQFH 5HJLRQ IRXU LQGXVWULDO JURXSV GRPLQDWH WKH FRQFUHWH EXVLQHVV /DIDUJH &HPH[
+ROFLPDQG8QLEpWRQ(DFKRQHRIWKHPPDQXIDFWXUHVDWVHYHUDOVLWHV/DIDUJHVLWHVRIZKLFKLQ
3DULVLQ³SHWLWHFRXURQQH´DQGLQ³JUDQGHFRXURQQH´&HPH[VLWHVRIZKLFKDUHLQ3DULVLQ
³SHWLWH FRXURQQH´ DQG  LQ ³JUDQGH FRXURQQH´ +ROFLP  VLWHV  RI ZKLFK LQ 3DULV  LQ ³SHWLWH
FRXURQQH´LQ³JUDQGHFRXURQQH´8QLEpWRQVLWHVRIZKLFKLQ³SHWLWHFRXURQQH´DQGLQ³JUDQGH
FRXURQQH´ )RU HDFK FRQFUHWH SURGXFHU WKH UHYLHZ RI WKH LQVWDOODWLRQ RI FRQFUHWH SODQWV DW GLIIHUHQW
WHUULWRULDOOHYHOVOHDGVWRWKHILQGLQJVDQGLQWHUSUHWDWLRQVZKLFKIROORZ
(DFKFRQFUHWHSURGXFHUKDVHVWDEOLVKHG WZR WR IRXUFRQFUHWHSURGXFWLRQVLWHV LQ LQQHU3DULVDFLW\ZLWK
FLUFXODUERXQGDULHVDQGDNLORPHWUHUDGLXV7KLVNLORPHWUHUDGLXVLVVPDOOHUWKDQWKHURDGEDVHGUDGLXV
RIDFRQFUHWHPL[HULQWKLVGHQVHXUEDQ]RQH7KHUHODWLYHGLVSHUVLRQLVWKHUHVXOWRIWKHIULFWLRQFDXVHGE\
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KLJKZD\ FRQJHVWLRQ ZKLFK LV YHU\ KHDY\ GXULQJ WKH GD\ )RU WKH FLW\ RI 3DULV WKH UDWLR IRU D JLYHQ
SURGXFHUGLVWULEXWRU RI FRQFUHWH &HPH[ EHWZHHQ WKH QXPEHU RI SODQWV ORFDWHG ZLWKLQ WKH 3DULV FLW\
OLPLWVDQGWKHFLW\¶VVXUIDFHDUHDLVRQWKHRUGHURISODQWVSHUNP7KLVVLPSOHLQGLFDWRUDOORZVXV
WRTXDQWLI\ WKHGLVSHUVLRQRI WKH FRQFUHWHSODQWV WKURXJKRXW WKH3DULV UHJLRQ$W WKH OHYHO RI3DULV DQG
³SHWLWHFRXURQQH´WKHUDWLRLVDERXWFRQFUHWHSODQWVIRUNP$WWKHOHYHORIWKHHQWLUH,OHGH)UDQFH
UHJLRQWKLVUHODWLRQVKLSLVSODQWVSHUNP

)LJ&(0(;FRQFUHWHPL[HUVLQWKH,OHGH)UDQFH5HJLRQ
8QGHUWKHFRPELQHGHIIHFWRIWZRSKHQRPHQDWKHQGLVSHUVLRQGLPLQLVKHVDVWKHGLVWDQFHIURPWKHFHQWHU
RI3DULVLQFUHDVHV)LUVWRIDOOWKHKLJKZD\FRQJHVWLRQGLPLQLVKHVDQGDOORZVWKHFRQFUHWHSODQWVWRKDYHD
FRPPHUFLDO DUHD PXFK ODUJHU WKDQ LQ WKH YHU\ GHQVH XUEDQ ]RQH 7KH GHQVLW\ RI FRQVWUXFWLRQ VLWHV
GHFUHDVHV DV WKHGLVWDQFH IURPFHQWUDO3DULV LQFUHDVHV WR LQVXUH D VXIILFLHQW TXDQWLW\RI SURGXFWLRQSHU
FRQFUHWHSODQWDQGLQRUGHUWRDFKLHYHFHUWDLQHFRQRPLHVRIVFDOHFRQFUHWHSURGXFHUVWHQGWRFRQFHQWUDWH
WKHLUSURGXFWLRQ
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

)LJ&RQFUHWHPL[HUVLQWKH,OHGH)UDQFH5HJLRQ
7KHEHKDYLRXUVRI WKHYDULRXVFRQFUHWHSURGXFHUVDUHYHU\VLPLODU WKHGLVSHUVLRQRIVLWHV LQ WKHFHQWUDO
FLW\RQWKHRQHKDQGDQGWKHUHGXFWLRQRIWKLVGLVSHUVLRQDVWKHGLVWDQFHIURPWKHFHQWUDOFLW\LQFUHDVHVRQ
WKHRWKHUKDQG
7KHIL[LW\FRQVWUDLQWVDUHDELJLQIOXHQFHLQWKHHVWDEOLVKPHQWRIFRQFUHWHSODQWVLQ3DULVDQGLWVIULQJHV
WKH\ FRQVLGHUDEO\ UHVWULFW WKH FKRLFH RI ORFDWLRQ RI WKH YDULRXV FRQFUHWH PDQXIDFWXUHUV 7KHVH
PDQXIDFWXUHUVWHQGWRFRQJUHJDWHRQQHLJKERXULQJHYHQDGMDFHQWSDUFHOVVHHILJ6XFKDFOXVWHULQJ
RIFRPSHWLQJEXVLQHVVHVJLYHVDQLPDJHRIDJHRJUDSKLFFRQFHQWUDWLRQRQDVPDOOQXPEHURIVLWHV7KLVLV
HVSHFLDOO\IODJUDQWLQ3DULVZKHUHWKHFRQVWUDLQWVRIIL[LW\FRQVLGHUDEO\UHVWULFWWKHSUHIHUUHGORFDWLRQVRI
WKHVH EXVLQHVVHV 7KXV DW WKH OHYHO RI 3DULV DQG WKH ERUGHULQJ GHSDUWPHQWV WKH IRXU ODUJH JURXSV RI
SURGXFHUVDQGFRQFUHWHGLVWULEXWRUV/DIDUJH&HPH[+ROFLPDQG8QLEpWRQFOXVWHURQDVPDOOQXPEHURI
VLWHVWKHSRUWVLWHRI*HQQHYLOOLHUVWKHTXDLRI-DYHO3DULV:HVWWKHTXDLVRI7ROELDF3DULV(DVW,YU\
DQG%RQQHXLORQ0DUQHDQGWZRVLWHVRQWKHFDQDOVRIWKHQRUWKHGJHRIWKH3DULVFRPPXQH&DQDO6DLQW
'HQLVDQGFDQDOGHO
2XUFT
&RQFOXVLRQ
:H FDQ GUDZ VHYHUDO FRQFOXVLRQV IURP WKH UHOLDQFH RQ ULYHU WUDQVSRUW IRU WKH GHOLYHU\ RI PDWHULDO
QHFHVVDU\IRUWKHPDQXIDFWXUHRIFRQFUHWH)LUVW WKLVUHOLDQFHLV OLQNHGWRJHRJUDSKLFIHDWXUHV:HKDYH
KHUHDQHVSHFLDOO\IDYRXUDEOHURXWHDORQJWKH6HLQHLQWKHKHDUWRIDODUJHXUEDQPHWURSROLVZKLFKLVD
VWURQJFRQVXPHURIFRQFUHWH6HFRQGO\WKLVUHOLDQFHLVOLQNHGWRLQGXVWULDODQGFRPPHUFLDOIHDWXUHVWKH
WHFKQLFDODQGHFRQRPLFSRVVLELOLW\WRGLVSHUVHWKHFRQFUHWHPL[HUV7KLUGO\WKHUHODWLYHOHYHOVRIIULFWLRQV
 D YHU\ VWURQJ KLJKZD\ FRQJHVWLRQ DQG D YHU\ ZHDN ULYHU IULFWLRQ H[SODLQ WKH VXFFHVV RI ULYHU
FRQYH\DQFH 7KH FRQVWUDLQWV RI IL[LW\ FRPSHWLWLRQ IRU ODQG XVH UHMHFWLRQ RI WKH QRLVH DQG SROOXWLRQ
FDXVHGLQWKHHQGGHWHUPLQHWKHVLWWLQJIRUFRQFUHWHSURGXFWLRQ7KHDSSURDFKZHKDYHFKRVHQLQWHUPV
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